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February 24, 2011

VIA ELECTRONIC FILINC:

Jocelyti Boyd, Escfuire
Chief' C.lerk!Administrator
1'ublic Service C.'ommissio» of South C'arolina

101 Executive C:enter Drive
Columbia, South Car»li»a 29210

RE: Rctfucst for Suspciisio» of SCEXG aiid Picdi»o»t Gas Hedgili&' PI'o&'lal»s

Docl ct No.

Dear fvfs. Boyd:

As you arc aware, both South Carolina Electric K Gias f"SGEXG"1 and Picdl11oilt Natural Cias Gonipaiiv,

Iiicorporated ("PNG" or collectivelv "the Gompa»ies") operate natural &' as hcdgin«programs. SC'EctG operates

its hcdgiiig prograi» iii accoi'daiice v, ith approvals graiited by the South C'. aroliiia Public Service (:oiiiiiiissioii

1"Connnissio»"1 in Orders No. 006-67') and 007-696 as modified by Order No. 200kt-646 . Tlic C'oiiii»issioii

most rccciitlv approved the continuation of thc operation of SC'l.8.'G&s hedging program for thc ctlii'ent ycal ill

Order No. 2010-826 iii Docket No. 2010-5-G. PNCi's hed«iii«pro& rai» v as first approved by tlic C'omi»issinn iii

C'oi»niissioii Oi'dcr No. 2002-223 aiid i»ost rccc»tl& rcvicwvcd and approved for coiitiiiucil opcratioii by flic

C.'ommissioti in Order No. 2010-4-G.

Based oii tlic Office of Rc ufatory Staff s f'ORS") coiitiiiucd review of botli SC:ERG atid PNG's hed ili

prograins and the donicstic natural gas inarl et, ORS lias determi»ed tliat it is in flic public iiiterest for thc

C'ommissioii to Order the suspcnsioii of the C'nmpanics natural gas hedging programs.

ORS does not belicvc that the i»arket conditions vvhich lcd to tlie iiistitutioii of'tlic gas hcdgi»g progranis,

SCENIC&

began its approved hed«ing program v, hen South Carolina Pipeline Corporation converted to;in interstate pipeline
and, in conjunction with that conversion, no 1&niger maintained the hedging progtam that it had previousf& operated under
Commission jurisdiction for oier 10 years.
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IO»litigate the lliiPacl to custol»els Ot Slg» itlca»t a»il unali tie lpatcd su lngS In the cost of nat»ral as to SCE&G

and PN(i's customers still exist. Recent dcvclopmc»ts in domestic gas production and thc corri. l;iti»g riduction

in volatility in natural gas prices have eliminated much ot' the unpredictability which previously existed In the

natural »as marl et. ()RS docs not, however, believe that a perl»anent elimination of these hcdgin progra»is is

ivarranted as cnvironme»tal conccr»s regarding shale as production may eventually result in federally mandated

restrictions on domcsti production. Should such rcstnctions occ»r, the natliral gas marl'ct i»ay a ain bc siibjcct

io price fluctualio»s caused by ue:lthcr or an i»terruption in t'orcign supply. For that reason vvc believe that a

suspension. as opposed to a permanent tcrnlination, of the S('l.&(i a»d I'ts(i hcdgi»& pro& rams is thc pludc»i

aetio» 'li. this(»lie.

ORS, therefore, requests that the Commission Order the suspension of the SCE&G and PNG hedging

programs e ec ive upono rams effective upon the issuance of an Order by the Commission. The suspension shall continue until the

Commission orders othervvise. If the Commission approves the request herein to suspend the SCE&G and PNG

hedging programs, ORS would further request that the suspensions be made effective on the date of notice of the

Commission decision to each Company to suspend its program. Thereafter, no new hedges would be purchased

b either Company until further directive or order of the Commission. All existing hedges would continue to beye
managed consistent with each Company's approved hedging program and would be audited by ORS in each

Companv's succeeding PGA proceedings. Assuming existing hedges were purchased in accordance with the

Commission approved program for each Company, all unrecovered costs of operating the programs and any

unrecovered additions to the cost of gas vvould be permitted to be recovered by each Company through its costs of

natural gas. Also consistent with previous Commission practice and precedent, any gains (not previously

accounted for) from profitable hedges would be booked as subtractions to the costs of natural gas.

Should you require additional information or have any questions, please contact me at (803) 737-0823.

Yours Truly,

Chad Burgess. Esquire

Jim Jcffries. Esquire

Kennv Jackson

David Carpenter

John Flitter


